Abstract
Introduction
Owing to not only the financial crisis, the economic situation in the last few years made the Czech Republic adopt austerity social measures and the process continues even now. One of the sources of inspiration for their further formulation represents an analysis of legal regulations in some European Union countries. When making a choice, the authors took into account a standard breakdown of social policies, including social security proposed by G. Esping-Andersen (Esping- Anderson, 1990) , and chose prototypes of liberal, conservative, social democratic and South-European and Central and East-European models. They decided to include both the EU 15 countries as well as the states, which joined later, preferably the historically close Slovak Republic, and also those where the changes in the social area can be expected. They also took into account the financial situation of the countries which are receiving or eventually will receive financial assistance from the EU. Based on the above mentioned the authors examined the regulatory developments and economic and demographic indicators in the Czech Republic, Estonia, Finland, Ireland, Latvia, Germany, Austria, Greece, Slovak Republic, Spain and in Sweden.
The research focused in a greater detail on the legislation and other relevant documents that guided and guide the processes in the selected EU Member States concerning three major cash benefits for sickness insurance -sickness, maternity and nursing pays. In terms of time the research focused on the legal situation from 2009 up to 2014. In the Czech Republic, the duties of employers to the employees that are unable to work have been discussed many times and we can expect further changes. Therefore, this aspect was put in the centre of the attention in the given countries, namely the obligation of employers to participate financially in the period of incapacity of employees, or during a maternity leave, respectively.
Decision making on austerity measures should be based on the assessment of many factors, not only purely the economic ones, but also of the evolution of demographic indicators, the development of incapacity for work, of the priorities of the state population policy, etc. On the basis of the economic and demographic data that illustrate the social security system, including changes in cash benefits sickness insurance, the authors focused on economic growth, convergence as well as on public finance and population development.
The aim of the study was both to assess the development of the legislation for sickness, maternity and nursing benefits in selected Member States of the European Union in the context of economic developments during the financial crisis as well as to verify whether and to what extent the expected austerity measures touched the monitored areas. The authors first formulated and subsequently verified the input hypotheses. In the case of sickness substantial interventions were expected in several parameters, in particular the benefit cuts, prolongation of the benefit or the introduction of the waiting period and strengthening the role of employers in addressing the situation of employees disable to work, respectively. For maternity benefit one expected keeping its status quo with regard to demographic developments in Europe, particularly related to population aging associated, besides others, with the decreasing birth rate. Changes in nursing pays were not expected, given the fact that this is usually paid for a limited period of time that is significantly shorter than the period of support for sickness and maternity pays. The impact of austerity measures would be marginal, then.
Regarding the methods of the research, the authors gathered the data obtained from the relevant legal, statistical and other printed documents as well as the documents from the website of the European Union, relevant national ministries, social insurance companies, sickness funds and similar institutions. They undertook a legal, economic and demographic data analysis and consequently its comparison and the final evaluation.
Economic and demographic factors in the selected Member States of the European Union
The financial, economic and subsequently the debt crisis caused significant changes in the development of key macroeconomic indicators. The traditionally estimated effects of the integration process have not shown in the recent years. Faster growth in less developed countries and their convergence to the EU average as a result of the trade and movement of capital between Member States has stopped. In recent the years, on the contrary, we have been witnessing a favourable growth in the core countries of the North West Europe compared to the countries of the called South Wing. The common currency is currently contributing to the divergence in the euro area membership, which is contrary to the original intentions of the project of the common currency. Out of the countries analysed in the given period the above-average growth rate in EU showed Germany, Sweden and partly also Austria. A group of trouble countries represented, out of the examined countries, namely Greece, Spain, but also Ireland. The gross domestic product of Greece declined even in all of the monitored years (2009) (2010) (2011) (2012) (2013) (2014) and the economic level of the country fell from 92% in 2008 to 72% of the average EU_27 in 2014 (EUROSTAT Database). In the case of Ireland and Spain, the decline in gross domestic product was slower, which can be derived from the divergent course of the debt crisis. The main cause of the crisis in Greece was a long undisciplined fiscal policy (a bloated public sector), combined with the loss of external competitiveness of the economy. The share of public debt to gross domestic product in the period of entry into the Eurozone was already higher than 100% limit of and continued to increase to 150% (EUROSTAT Database). Before the start of the mortgage crisis Ireland belonged among the economies with relatively low public debt. The main reason for the sharp deterioration in public finances and debt was the rehabilitation of the affected banking sector by the state. In the case of Spain, the reason was a combination of the mortgage crisis and problems with external competitiveness. The economic growth combined with low interest rates led to a rapid credit growth in the Spanish real estate market. The rapid growth in property prices stimulated the domestic consumption, wages grew faster than labour productivity and a relative competitiveness deteriorated (Bures, 2012). Unlike Greece, Spain showed balanced public finances before the onset of the debt crisis.
It can be concluded that the main factor of the success during a recession became the stability of the economies. A common feature of the Eurozone economies in trouble is so called double deficit, which includes both public finance deficit and the deficit of the current account of the balance of payments. The double deficits are evident in Greece, Spain and Ireland. Conversely, developed countries of the North West Europe achieve a surplus in foreign trade. In the case of Germany, the share of the balance of the current account relative to GDP makes more than 5% in the long term, while in Sweden and the Netherlands the share is even higher. Developed economies of the Eurozone reached, in EU comparison, above the average growth rate of their gross domestic product. Mostly it was also confirmed that the impact of the economic recession in the short term was not so pronounced in countries with well-developed social model.
Shall we examine the causes of the loss of competitiveness of the south-Europe economies and vice versa the increase in export performance of Germany, we find that the cause was a different development of the price levels. The price level in Germany and other developed countries grew slower after the adoption of the common currency than in less developed countries, causing a gradual loss of the competitiveness. Nowadays it is already indisputable that the mere correction of public finances is not a sufficient solution to the countries affected by the crisis. The problem of external competitiveness can be assessed as even a more serious one. The affected states should seek mechanisms to correct the state of the current account deficit, but that is difficult when it is impossible to weaken the exchange rates of these countries. Within the euro area there may be used only structural measures to improve the competitiveness of exports, and also measures to restrict the domestic consumption. Strictly speaking, these are reductions of wages and prices in the domestic economy. In case of remaining with the Eurozone, the peripheral economies will be therefore forced to continue to operate in an environment of declining consumption, economic levels and growing unemployment. Simply we can say that the current exchange rate of the Euro is too strong for the South-European economies and relatively favourable for the stable countries of the North West Europe.
In analysing the new Member States of Central and Eastern Europe (we examine the Czech Republic, Slovakia, Estonia and Latvia) one may, according to the impacts of the economic crisis, identify two distinct groups of countries. First, there is Central Europe, which passed the recession, but the impact on the economic dynamics was average in the comparison to the European Union. By contrast, the Baltic States are examples of the economies that were affected very significantly. However, the imbalances were reduced relatively quickly due to appropriately applied economic policies. A typical example of such a development in the framework of the Baltic countries is Latvia, where due to the enormously strong GDP growth in the second half of the past decade the economy got overheated and there was a build-up of macroeconomic imbalances that were manifested in the excess of the domestic demand, double-digit inflation rate, the faster growth in labour costs than in productivity as well as in the deficit of the current account. Subsequently, there was a contribution of the overheated real estate market and the banking sector crisis. The government and the central bank responded to the emergency situation with a set of fairly strong measures, which aimed to restore the balance by restoring the competitiveness. The devaluation of the exchange rate was rejected because of the negative impacts on the economy. The central bank primarily pointed at the risk of the price increase of the imports, at weakening of the banking sector and a reduced motivation of the businesses to solve the problem of declining productivity (Rimševičs, 2012:7) . Thus other measures in the areas of fiscal and structural policies were implemented. Namely, there was a significant reduction of budgetary spending. The number of employees of public sector and their wages were cut down. There was also a decrease in investments in health and social policy and the pension system was revised (Rimševičs, 2012:7) . The reforms resulted in strong negative impacts on the economic and social levels of the population (a decline in average incomes and high growth of unemployment), but also in a relatively rapid restoration of the equilibrium and accelerating the economic growth. After a period of a sharp decline between 2009 and 2010 the Baltic States have recorded the fastest growth within the European Union since 2011. Additionally in 2013 Latvia managed to fulfil the convergence criteria and even joined the Eurozone. Estonia has not undergone such a significant crisis as Latvia, but also experienced a decline in economic growth and a significant increase in the unemployment. Estonia's economic imbalance and the subsequent recession, however, allowed for an accession to single currency, which had been impossible during the economic boom of the past decade because of the inability to meet the convergence criterion set for the inflation (European Central Bank, 2010).
Despite the fact that public finances are not the only problem of the current debt crisis, they represent, for most European countries, a key challenge for keeping a balanced economic development in the next decade. The biggest public budget deficits in recent years showed South-Europen states, Ireland and Latvia. Enormous deficits in Ireland in 2009 and 2010 but were caused, as mentioned above, by the crisis in the banking sector and hence cannot be combined with a lack of the fiscal discipline. The time-limited episode in Latvia was caused by the economic downturn rather than by the mismanagement. In Germany, Austria, the Czech and Slovak Republics there may be seen a substantial deterioration, but with the exception of Slovakia it does not go above average in the comparative profile of the European Union (compare with the average of the EU_27). In contrast, almost a smooth evolution can be observed in the case of Sweden and Estonia, which have also a low public debt. When comparing the success of individual typologies of social models, we can derive a definite relationship between fiscal discipline and the South-European social model. Other associations are not seen as among the countries with low public debt within the monitored group there were included both liberal (Estonia) and pretty much socially conceived states such as Sweden (European Commission, 2013: 5).
Perhaps no EU Member State could avoid taking austerity measures of varying intensity during the economic recession. The significance of fiscal interventions differed according to the economic and political environments in the countries concerned. One cannot find a direct correlation between the amount of public budget deficits and the depth of the austerity measures. The explanation can be found in a number of interconnections. Reducing public spending could exert pressures on the part of residents and voters, so politicians are trying to avoid that. It can also happen that the austerity measures impede the economic growth. Another question is what parts of the budget the imposed austerity measures affect. Having a specific look at the development of social protection expenditures, we believe that in the period 2009-2013 the expenses of Germany, Greece, Estonia and Latvia fell significantly. Other states preferred savings in other expenditure items.
The following text will focus on the development of the demographic indicators as other possible factors in spending on social protection. Even in this respect the group of the countries surveyed does not constitute a homogenous unit. Ireland and Sweden are among the countries with the highest total fertility rate in the European Union. In both countries, the fertility rate is of around 2 points. Other states are among the countries with a population below the average total fertility rate set between 1. 3 and 1. 5 points. The total fertility rate reflects very well on long-term population development, however, shortterm trends can be accurately assessed on the number of births each year. . We can then tend to the conclusion that holding the current level of maternity pay or even prolonging their receipt in the period in most countries surveyed has real demographic causes (EUROSTAT Database).
Changes in sickness, maternity and nursing in the examined countries of the European Union
The research showed that the substantial austerity measures were adopted in the Czech Republic, Estonia, Ireland and Latvia. Certain changes occurred in Greece and Slovakia. Changes leading to the austerity measures were not recorded in Finland, Germany, Austria, Sweden and Spain.
Based on the analysis, comparison and the subsequent assessment of all the data collected, it was possible to verify the input hypothesis, according to which, and given the financial crisis, the austerity measures in the social sphere will also affect the monitored sickness cash benefits.
The first hypothesis is related to sickness. The assumption was that substantial interventions will affect multiple parameters, especially the extension of the reduction of the benefit or the introduction of the waiting period and strengthening the role of employers in addressing the situation of employees disable to work, respectively. This hypothesis was confirmed mainly in the countries that joined the EU in 2004 and in Ireland and Greece.
In Greece, there was a partial amendment concerning the tightening of conditions for the waiting period, i. e. the required length of insurance, which is one of the conditions for the disability pay. Of the original 110 days (for construction workers it was 90 days) the spell was extended to 120 days (for construction workers it makes 100 days).
The change in the amount of sickness pays occurred in several states. In Estonia, the standard rate of sickness benefit was reduced as part of the austerity measures in the economy, from the original 80% to 70% of the set income. In Ireland, where the benefit is paid at a flat rate, the amount gradually decreased taking into account the income level. For sake of completeness, it should be noted that sickness benefit in Ireland further increases a lump sum taking into account the number of dependent adults and children. Euro per day belongs to the state budget. Originally, the reduction was established only for the year 2012, but it was extended as an anti-crisis measure. In the Czech Republic the sick pay was reduced down to 60% (European Commission, 2013). As a rule, until the 30th calendar day of illness 60% of the daily assessment base belonged to the hospital; from the 31st to the 60th calendar day of a temporary incapacity the daily assessment base made 66% and from the 61st calendar day the daily assessment base made 72%. The adopted measure was initially deemed applicable for 2010 and its aim was to reduce the budget deficit (European Commission, 2014).
The prolongation of the waiting period occurred in Estonia and from one day to three days, and in Ireland where it changed from three days to six ones. In the Czech Republic and the Slovak Republic the withdrawal period was significantly reduced. In both countries the period was adjusted identically from 42 calendar days to 7 calendar days (European Commission, 2010).
Shortening the period of support for sickness benefit was not expected and occurred only in Latvia (European Commission, 2009). The period of support was during 2009 reduced from 52 weeks to 26 weeks in case of the incapacity for work (except for special exceptions), and from 78 weeks to 52 weeks in case of repeated sick leaves falling within the period of three years.
Regarding the status of the employer, this changed in the reporting period in the Czech Republic and Estonia. In the Czech Republic, the Labour Code, as amended 1. 1. 2009 to 31. 12. 2010 anchored the obligation of employers to pay, during the period from the 4th day to the 14th day of sick leave, a wage compensation. Only in the year 2011 the payment of the compensation should have been granted within 21 days. Based on the amendment, however, there was the extension of the above mentioned obligation until 31. 12. 2013. Until 2009 in Estonia, the law of 1992 on employment contracts did not establish an obligation to contribute to the compensation during the sick leave. Then, there was a substantial change, and nowadays employers must pay 70% of the previous income from the 4th to the 8th day of the incapacity for work (European Commission, 2010).
Moreover, Ireland has decided since 2012 on the taxation of sickness insurance from the first week of receiving the compensation. Till then, the compensation was subject to tax only after six weeks.
The second hypothesis related to the maternity benefit and no changes were expected in the light of the demographic trend. Thus the hypothesis was confirmed just partially. The cut in the benefit took place in Latvia, from 100% to 80%. Moreover in the years 2010 to 2014, it pays that a part of the maternity benefit exceeding the limit is cut to half the amount. In Ireland, in 2010 and 2011, the maternity benefits were decreased by a minimum and maximum limit (for example the maximum was reduced from Euro 280 per week in 2009 to Euro 270 in 2010 and down to 262 Euro in 2011). However, the principle that the benefit is calculated as 80% fixed income (while maintaining limits) was maintained, but should it happen that there was an increase in the sickness benefit due to the dependents in the family, this more favourable amount is admissible. Additionally, it was decided, from July 2013, to tax the maternity benefit.
In 2010 the Czech Republic introduced a temporary reduction in maternity benefit from 70% of the daily assessment base to 60%. Moreover, a more stringent calculation of the assessment base was adopted. Due to a considerable disagreement of both the professionals and the public the amendment of the law brought back the initial method of calculation applied before 2010 and there was introduced a recovery of the supplement of the maternity benefit for the period from 1. 1. 2010 until the effective date of the relevant amendment, i. e. 31 st May, 2010. The Slovak Republic adopted a gradual increase of the benefit from 55% to 60% in 2011 and 65% in 2012.
In the case of the support period for maternity benefit some changes were adopted, however of contradictory nature. Slovakia prolonged, among other things, a base length of the eligibility for support from 28 weeks up to 34 and in the case of multiple births from 37 to 43 weeks. Estonia conversely cancelled a prolonged payment due to multiple births or a complicated childbirth from 154 days to down to 140 days, in general.
Regarding the position of employers, the obligation to continue payment of wages / salary during the maternity leave is anchored in the law of several states. Newly such an obligation has been introduced in Greece, where the employer continues paying the salary for 15 days in the first year of the employment contract, if the woman worked at least 10 days. If the employment contract lasted more than one year, the employer can pay a wage for one additional month. Wages can be reduced by an amount corresponding the benefit that the woman receives from social institutions (European Commission, 2010).
The third hypothesis, according to which no changes were expected in nursing benefit regarding the fact that the support period for this benefit is typically much shorter and the impact of austerity measures would be marginal, was confirmed. The amount of the nursing or sickness benefit provided remained the same in all examined countries. In 2010 in the Czech Republic there was, in case of the nursing, temporarily introduced a waiting period of 3 days. But that measure was met with great disapproval of the public and the amendment to the adjustment was withdrawn the same year. In Estonia, there was a reduction of the sickness benefit, but nursing remained unchanged. In the same period, a nursing benefit was introduced in Spain (European Commission, 2011).
Conclusions
It can be concluded that the austerity measures adopted in the studied countries primarily as a response to the financial crisis, touched both the field of social security as well as cash benefits for sickness and maternity. At the same time, major changes have taken place or are underway in Ireland and in the countries of Central and Eastern Europe. They focus mainly on a sick leave. In contrast, Germany, Austria, Finland and Sweden did not adopt fundamental changes in terms of benefits. And surprisingly neither Greece nor Spain materialised any significant savings (actually non in case of Greece). In the year 2011 came in Sweden into effect new Social Insurance Code, which brought along a partial change compared to the previously existing legislation, but not in the direction of austerity measures in the monitored area.
Ireland decided to reduce sickness benefit and to tax it already from the first week of receiving. As for maternity benefit minimum and maximum levels of the benefit were reduced and newly it is also a subject to taxation. The development in the Slovak Republic has brought savings in the form of a substantial shortening of the withdrawal period, but in terms of the maternity benefit there was an extension of the payment of the benefit as well as to its gradual increase. Recently, a nursing benefit was introduced in Spain.
For sake of completeness we shall note that namely those states which remained untouched by austerity measures and which set for maternity, sickness or nursing benefits minimum or maximum assessment bases for their calculation or other similar limitations maintained their standard rate or conducted a regular valorisation (for example Finland).
The above-mentioned findings correspond with the fact that majority of the surveyed countries has undergone in recent years through stagnation or even an economic decline. But it cannot be proved that there is a direct link between the dynamics of the economic growth (decline) and a change in social security spending, including cash benefits for sickness and maternity. Rather, different patterns of economic and social policies were reflected themselves, and of course the political preferences of individual countries. In countries with more liberal social models one can record more aggressive interventions. In the states of South Europe, on the contrary, a fiscal multiplier is pretty much employed, thus reducing expenditures is linked not only with social but also with negative economic effects (measures mitigate the economic growth). That is also why any interventions in public finances are more considered. In terms of demographic factors studied they proved no correlation with the examined types of illness expenditures. On the contrary, the vast maintaining of the current level of maternity pays or even prolonging their receipt in the examined period in most countries has its real demographic causes.
